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AMEMBASSY BRUSSELS 
AMEMBASSY KUALA LUMPUR 
AMEMBASSY MANILA 
AMEMBASSY OUAGADOUGOU 
AMEMBASSY SINGAPORE 
AMEMBASSY THE HAGUE 
AMCONSUL HONG KONG 
USMISSION OECD PARIS 
USMISSION USUN NEW YORK 
AMCONSUL MEDAN 
AMCONSUL SURABAYA 

CONFIDENTIAL SECTION 1 OF 2 JAKARTA 7190 

HONG KONG FOR TREASURY ATTACHE 

E.O. 11652: GDS 

TAGS: EGEN, PFOR, PORT, UNGA, ID, ENRG, EFIN 

SUBJECT: INDONESIAN REACTIONS TO SECRETARY'S IEA/OECD 

PROPOSALS 

REFS: A) JAKARTA 7073 AND PREVIOUS 
B) JAKARTA 6890 
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1. SUMMARY: AMBASSADOR CALLED ON GOI COMMUNICATIONS 
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MINISTER EMIL SALIM, JUST BACK FROM NETHERLANDS CONFERENCE 
ON NEW INTERNATIONAL ECONOMIC ORDER (NIEO). SALIM ARTIC- 
ULATED WITH FEELING, WHAT HE SAID TO BE GENERAL LDC BELIEF 
THAT US PROPOSALS DEAL TOO MARGINALLY WITH DANGERS OF WORLD 
INCOME/DEVELOPMENT GAPS AND SHOULD BE REJECTED TO PUSH US 
TO POSITIONS MORE RESPONSIVE TO NEEDS OF NIEO. WHILE SALIM 
CLAIMED TO APPRECIATE DOMESITC POLITICAL PROBLEMS USG FACES 
HE WAS UNWILLING TO ADMIT SIGNIFICANCE OF SHORTCOMINGS 
WITHIN LDCS THEMSELVES, AND WAS SCEPTICAL ABOUT POSSIBILI- 
TIES OF GENERAL AMELIORATION OF LDC CONDITIONS THROUGH 
POLICIES OF ECONOMIC EXPANSION ALONE. SALIM RECOMMENDED 
THAT ARRANGEMENTS BE MADE DURING PRESDIENT'S SUHARTO'S VISIT 
TO U.S. IN EARLY JULY FOR GOI PLANNING MINISTER WIDJOJO 
TO MEET USG OFFICIALS INSTRUMENTAL IN U.S. INTERNATIONAL 
ECONOMIC POLICIES. ACTION REQUESTED: AMBASSADOR STRONGLY 
ENDORSES RECOMMENDATION AND REQUESTS SCHEDULING FOR MINISTER 
WIDJOJO WITH SENIOR USG ECONOMIC OFFICIALS. 

2. AMBASSADOR NEWSOM AND E/CM COUNSELOR CALLED ON GOI 
COMMUNICATIONS MINISTER EMIL SALIM AND JUNE 12. SALIM 
RECENTLY RETURNED FROM NETHERLANDS GOVERNMENT-SPONSORED 
CONFERENCE ON NEW INTERNATIONAL ECONOMIC ORDER (NIEO) AND 
WAS INSTRUMENTAL IN PRESIDENT SUAHRTO'S RECENT DECISION TO 
APPOINT GOI MINISTERIAL COMMITTEE TO FORMULATE INDONEISAN 
VIEWPOINT ON THIS TOPIC. SALIM COMMENTS REFLECTED MOST 
COMPREHENSIVE REACTION TO SECRETARY'S PROPOSALS OF THE SIX 
SENIOR GOI OFFICIALS THUS FAR CONTACTED. HE WARMED TO THE 
SUBJECT WITH ENTHUSIASM AND APPRAENT CONVICTION. 

3. SALIM EXPRESSED HIS OWN SURPRISE AT EXTENT OF FEELING 
HE FOUND AMONG DIVERSE INDONESIAN GROUPS, AND EVEN MORE 
STRONGLY AMONG CONFERENCE DELEGATES IN THE HAGUE ON NEED 
FOR NIEO. AGAINST THAT BACKGROUND SECRETARY'S SPEECH 
PROPOSALS HE SAID WERE DISAPPOINTING, REFLECTING ONLY 
MARGINAL ASPECTS OF PROBLEM AT TIME WHEN GAP IN INTER- 
NATIONAL INCOME LEVELS AND DESPERATE CONDITION OF COUNTRIES 
SUCH AS BANGLADESH REQUIRE BASIC CHANGES IN SYSTEM AND 
LARGER RESOURCE TRANSFERS IF INTERNATIONAL EXPLOSION IS 

TO BE AVERTED. HE RELATED THAT DUTCH FOREIGN MINISTER, 

IN ADDRESSING NETHERLAND CONFERENCE ON NIEO ATTACKED 
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SECRETARY'S KANSAS SPEECH, AND PARTICULARLY STATEMENT THAT 

OLD SYSTEM IDLD 

SING#WELL. 

4. SALIM PRESENTED STARK PICTURE OF CRISIS FOR WORLD 
ECONOMIC ORDER INCLUDING (A) DEBT REPAYMENTS AND INVESTOR 
EARNING REPATRIATIONS FROM LDC'S EXCEEDING LEVELS OF AID 
TO THEM, (B) LDC'S FACING COMMODITY PRICES BEING SET BY 
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THE ECONOMICALLY STRONG DC S AND (C) FALLING AID AND 
TERMS OF TRADE. HE REGRETTED FAILURE OF DONOR 
COUNTIRES TO ADVANCE TOWARD DAC 0.7 PERCENT GNP AID CON- 
TRIBUTION TARGET. HE REITERATED NEED FOR NEW AND MASSIVE 
SYSTEM FOR TRANSFERRING MORE RESOURCES FOR DEVELOPMENT OF 
LDC'S. 

5. SALIM RECOGNIZED THAT US SUPPORT ESSENTIAL IF NIEO 

TO BE MEANINGFUL. HE CHARACTERIZED EUROPEAN ATTITUDES 
AS BOLDER AND MORE REFLECTIVE OF LDC'S NEEDS. PARTICULARLY 
CITING LOME CONVENTION AS IMPORTANT STEP TWOARD MEETING 
LDC'S NEEDS. SALIM SAID HE UNDERSTOOD THAT US DOMESTIC 
CONDITIONS PRESENTLY LIMIT US ABILITY TO TAKE BOLD STEPS. 

HE STRESSED HIS FEELING THAT US CURRENTLY PREVENTED FROM 
EXERTING STRONG LEADERSHIP SUCH AS EXEMPLIFIED IN MARSHALL 
PLAN BECAUSE OF LACK OF ELECTED PRESIDENT. 

6. AMBASSAODR EMPHASIZED IMPORTANCE AND SIGNIFICANCE OF 
NEW US INITIATIVES AND US CONVICTION THAT GREATEST WELFARE 
FOR ALL DEPENDS ON RESUMED GROWTH OF INDUSTRIAL ECONOMIES 
AND LIBERALIZATION AND IMPROVEMENT OF TRADE AND PAYMENT 
MECHANISMS. AMBASSADOR DESCRIBED LOME APPROACH AS 
REFLECTING MORE RESTRICTIVE EUROPEAN APPROACH, RE- 
DISTRIBUTING SHARES OF SMALLER PIE, WITH OLD COLONIAL 

TIES PROVIDING THE DETERMINING MOTIVATIONS. HE POINTED OUT 
ALL LDC'S HAD BENEFITTED FROM CAPITAL GENERATED 
BY US SYSTEM. AMBASSADOR ALSO STRESSED DEEP US DIS- 
ILLUSIONMENT IN U.S. WITH LDC'S SHORTCOMINGS, IN ABILITY 
TO ABSORB AID, TO DEAL WITH THEIR OWN CORRUPTION AND 
INCOME DISTRIBUTION INEQUITIES, AND PARTICULARLY WITH 
FAILURE OF OPEC NATIONS TO ASSIST MSA AND OTHER LDC 
COUNTRIES. HE STRESSED US POSITION NOT RESULT LACK OF 
LEADERSHIP BUT BASED ON SHARPLY HELD VIEWS RE BENEFITS OF 
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FREE MARKET SYSTEM. HE POINTED OUT MARSHALL PLAN OPERATED 
IN VASTLY DIFFICULT CIRCUMSTANCES THAN THOSE CURRENTLY 
EXISTING IN LDC'S. 

NOTE BY OCT: #AS RECEIVED. 
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HONG KONG FOR TREASURY ATTACHE 

7. SALIM RESPONDED THAT LDC'S DID NOT ECHO CRITICISM OF 
NEWLY RICH OPEC NATIONS BUT SAW THIS ISSUE AS A THIRD-WORLD 
VULNERABILITY WHICH DC S WOULD TRY TO EXPLOIT. IN DEFENSE 
THEY EXPRESSED THEIR NEW FOUND SOLIDARITY IN THE ALGIERS 
SOLEMN DECLARATION. HE SAID LDC’S ALSO RECOGNIZED THEIR 
VULNERABLE NEED TO DEAL WITH THEIR DOMESTIC CORRUPTION AND 
INCOME GAPS. HE ARGUED, HOWEVER, THAT US HAD MADE CONCESSIONS 
WITH ITS PRINCIPLES IN THE PAST, WHERE US NATIONAL INTERESTS 
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SO DICTATED-E.G. MARSHALL PLAN RESOURCE TRANSFERS TO EUROPE 
AND IN AID TO THE CORRUPT THIEU GOVERNMENT IN VIETNAM. HE 
REASONED THAT USG SHOULD RECOGNIZE EXPLOSIVE INCOME AND 
RESOURCE GAP PROBLEM AS COMPARABLE TO COMMUNISM AS THREAT TO 
WORLD PEACE AND FOR THAT REASON RESPOND TO NEED FOR NEW 
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INTERNATIONAL ECONOMIC ORDER. 

8. SALIM AMITTED THAT SOME COOPERATIVE STEPS COULD BE TAKEN 
ON BASIS OF SECRETARY'S PROPOSALS ON AGRICULTURE, COMMODITY 
EARNING STABILIZATION AND FOOD RESERVES, BUT ARGUED THESE 
BENEFITS WOULD BE TOO SMALL AND TOO SLOW TO COPE WITH 
MASSIVE LDC PROBLEMS SUCH AS THOSE OF BANGLADESH. HE 
THEREFORE EXPECTS LDC'S TO REJECT MARGINAL US PROPOSALS IN 
ATTEMPT TO FORCE US NEARER TO NIEO APPROACH. HE IS NOT 
OPTIMISTIC THAT UNGA SPECIAL SESSION CAN ACCOMPLISH ANY- 
THING BUT RHETORIC BUT IS MORE OPTIMISTIC ABOUT OPEC-TYPE 
GROUPING OF LDC S. HE DESCRIBED LDC'S AS NOW HAVING 
GREATER SENSE OF THEIR OWN STRENGTH, AND DETERMINATION TO 
TO EXERT THIS STRENGTH FOR CHANGES IN INTERNATIONAL ORDER. 

HE DESCRIBED THESE AS "WINDS OF CHANGE," NOW MOST EVIDENT 

IN OPEC AND EUROPE. HE REITERATED AS LDC CONVICTION 
THAT US WOULD MOVE FURTHER TOWARD NIEO IF INITIAL US 
PROPOSALS REJECTED. 

9. AMBASSADOR NEWSOM STRESSED THAT SHIFTS IN US POSITIONS 
SUCH AS REFLECTED IN SECRETARY'S SPEECHES WERE RESULT SERIOUS 
INTERNAL DISCUSSION OF DIFFERENT VIEWPOINTS AND SUGGESTED 
THAT FAVORABLE RESPONSES TO KISSINGER'S INITIATIVES WOULD 

BE MORE LIKELY TO FACILITATE MORE FORTHCOMING US POSITIONS 
IN THE FUTURE, THAN WOULD NEGATIVE RESPONSES WHICH HE 
BELIEVED, MORE LIKELY TO BRING SET BACK TO LDC HOPES. 

10. MINISTER SALIM SUGGESTED VALUE OF FURTHER US/INDONESIAN 
DISCUSSIONS ON THIS IMPORTANT TOPIC AND URGED THAT ARRANGE- 
MENTS BE MADE FOR MINISTER WIDJOJO TO MEET WITH TOP US 
POLICY MAKERS TO IMPROVE MUTUAL UNDERSTANDING OF VIEWPOINTS 
ON NIEO. 

1 1 . COMMENT: SALIM SPOKE WITH CONSIDERABLE FEELING AND 
CONVICTION ON FOREGOING MATTERS. WHILE EMBASSY BELIEVES 

HIS COMMENTS GENERALLY REFLECT HARDENING EMOTIONAL ATTITUDES 
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BY LDC'S ON WORLD ECONOMIC SYSTEM, WE FOUND MOST 
DISTURBING HIS LACK OF READINESS ADMIT DIFFICULTIES WITHIN 
LDC'S THEMSELVES AND FACT THAT US VIEWS DRIVED FROM GENUINE 
FEELING THAT EXPANDING INVESTMENT STIMULATED BY FREE MARKET 
PREFERABLE TO RESTRICTIVE REDISTRIBUTION. AMBASSADOR 
STRONGLY ENDORSES SALIM RECOMMENDATION THAT ARRANGEMENTS 
BE MADE FOR WIDJOJO TO MEET KEY US OFFICIALS. 

NEWSOM 
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